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How Taxes Affect 
The Mortgagee 


When Real Property Is Overtaxed 
The Equity Holder’s Interest Is 
Either Diminished Or Wiped Out 


HE total wealth of this country is 

estimated by competent economists 

to be somewhere between 350 and 
400 billion dollars and those same au 
thorities estimate that real property or 
real estate constitutes somewhat more 
than half of this entire wealth. That 
is, real estate in our country has an 
estimated value of more than 175 bil- 
lions of dollars. It is a little startling 
to contemplate that this one commod- 
ity, real property, is equal in value to 
all other commodities combined; that 
if we take all the gold, all the silver, 
all the leather, all the silk, all the wool, 
all the machinery, and all the inven- 
tories, and every other commodity, and 
if we combine them and put them upon 
the scales, that—measured in units of 
value, real property or real estate will 
equal all of their combined wealth. 

It would seem reasonable to say that 
a dislocation or abuse which would af- 
fect this half of our wealth by depre- 
ciating its value, by disturbing or crip- 
pling its earning power surely would 
have an effect upon our whole social and 
economic system. 

In the early days of our nation, real 
property was about the only source that 
could yield taxes. Our system then de- 
manded that real property, by paying 
taxes, produce the greater part of the 


By MAURICE F. REIDY 


cost of government. We have con- 
tinued to demand, though many other 
forms of wealth have been discovered 
and developed, that real property yield 
to government in many of its different 
units—-state, county, city and town 

much the greatest part of our cost of 
government. It is a condition that pre- 
vails only in one country—our own. 





HY should real estate, 

which is our most valuable 
commodity, be in distress, asks 
the author of this article. The 
answer is that our system of tax- 
ation has demanded that real 
property yield to government in 
many of its different units, much 
the greatest part of our cost of 
government. Mr. Reidy, a real 
estate authority of Worcester, 
Massachusetts, discussed the ef- 
fect of taxes on the mortgagee at 
the recent Conference of the 
National Association of Mutuel 
Savings Banks. He declares that 
taxation is responsible for plac- 
ing real property in a very unfa- 
vorable position in the choice of 
investments. 





No other nation, no other government 
in the world does it this way. 

Figures compiled by Dr. Studenski of 
New York University present this situa- 
tion: In the United States, of all taxes 
levied, 57.5 percent is imposed upon 
real estate. In Canada, where the tax 
system is the same as ours—40.6 per- 
cent of all taxes come from real estate. 
In Germany—23.5 percent; in Great 
Britain—19.7 percent; in France—11.7 
percent; in Sweden-—3 percent; in 
Switzerland—1.5 percent; in Belgium— 
1 percent; in United States—57.5 per- 
cent, 

To quote from noted authorities: Dr. 
Seligman in his Essay on Taxation says, 
referring to the United States: “The 
general property tax, as actually admin- 
istered, is one of the worst taxes known 
in the civilized world . . . it is so fla- 
grantly inequitable that its retention 
can be explained only through ignorance 
or inertia.” And in an article in the 
Saturday Evening Post (February 23, 
1935) Lefevre says, “In common justice 
it may be said that real estate pays pro- 
portionately three times as much as any 
other form of wealth.” 

Why should a great commodity like 
this, in a great country like ours, be in 
distress? It does seem it should be, as 
it almost always was, the prime invest- 
ment. 

And yet, we have in this country to- 
day a dislocation somewhere in the pic- 
ture that has put this great form of 
wealth into a very disadvantageous con- 
dition and unfavorable place in the 
choice of investments. Nothing in the 
very nature of this form of wealth itself 
could have done this, because real prop- 

(Continued next page) 
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erty is not a commodity that can just go 
out of style like street cars and stage 
coaches; nor can it go out of use and 
be discarded, and it cannot go out of 
use because it is essential to life. In 
fact, it is a prime essential. The maxim, 
“under all, the land,” is as true now as 
when first said, and it was probably 
first said more than 6,000 years ago in 
early Babylon. 

Land gives us our food and our shel- 
ter and our clothing and without these 
things we cannot live. So land is life 
itself. 


No Substitute for Land 


There can be no substitute for land. 
Only the abuse of land, therefore, in 
the control of it, can discredit land. 
Only human mismanagement in the con- 
trol of land can put it out of favor and 
land can be put out of favor only tem- 
porarily—because human error in the 
control of land cannot be eternal; it 
cannot even be lasting; it only can be 
temporary. In the ordinary course of 
economic affairs land will progress, it 
will become more desirable and more 
valuable as the peoples’ affairs progress 
and as populations grow. So when we 
come to a situation Where the value of 
landed property—that is, land and 
buildings, is diminishing instead of in- 
creasing or holding its own level in 
value, we have to seek the cause of that 
phenomenon somewhere in a variation 
of the ordinary economic rules or prin- 
ciples. If land is sick, it is not from a 
natural cause. It must be from an abuse 
in the human control of land. If we 
find a condition prevailing for which 
we cannot account in the ordinary rise 
and fall or fluctuation of general eco- 
nomic affairs; if landed property values 
or perhaps we should say prices, have 
fallen in any period, as they have in our 
own present time, beyond the general 
variation in commodity prices, it is 
pretty sure to result from mismanage- 
ment— abuse upon the part of those 
having authoritative control of land. 

The power to tax land rests in certain 
units of government. Unless this power 
be exercised fairly and intelligently the 
inevitable result, whether the commodity 
be land or steel or any other form of 
wealth, will be that the commodity 
penalized will react to excessive taxa- 
tion by a lessening in value. 

John Stewart Mill, in his Principles 
of Political Economy, has laid down this 
principle of a fair tax: “Subjects of each 
state ought to contribute to the support 
of the government as nearly as possible 
in proportion to their respective abili- 
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ties; that is, in proportion to the revenue 
which they respectively enjoy under the 
protection of the state.” 

Real property is estimated to earn 
about one-tenth of our national income, 
yet in this country real property is 
paying 57.5 percent of all taxes levied, 
so we have a situation where we find a 
great form of wealth bringing disas- 
trously low prices and having its earn- 
ings affected so there is almost an ab- 
sence of adequate earning power, mostly 
because of over-taxation. 


Value Is Decreased 


What happens when real estate is 
taxed beyond its real ability to pay? 
First of all, of course, we know that the 
value of the property overtaxed is de- 
creased. That means the equity holder's 
interest either is diminished seriously, 
or, as in a great many cases, entirely 
wiped out. These things lead to the 
seizure of property by the different 
units of our state governments as a 
penalty of non-payment of taxes. It is 
doubtful if the people generally realize 
to what extent this has been going on. 





oN" must face the fact that 
the desire for ownership 
of homes is disappearing,” says 
the author of this article. “It is 
the home owners who form the 
stable and dependable part of 
the population. They are the 
givers—not the takers. Why 
punish them till they no longer 
exist, and become nomads like 
the rest of the population?” 





According to Henry F. Long, Com- 
missioner of Corporations and Taxa- 
tion of Massachusetts, in that state alone 
there was, on January 1, 1937, almost 
$800,000,000 worth of real estate sold 
for non-payment of taxes and taken in 
by the towns and cities of Massachu- 
setts. This $800,000,000 worth of real 
estate was seized for non-payment of 
$23,000,000 in taxes and that $800,- 
000,000 constitutes about one-seventh of 
the value of real property in Massa- 
chusetts. It is equal to the assessed value 
of all real property in the city of Wor- 
cester and in the city of Springfield 
and the city of Fall River and the city 
of Holyoke, combined. 

In 1919, taxes imposed upon real 
estate in Massachusetts were about 91 
millions of dollars; 1929—10 years later 

this sum had grown to a total of 181 
millions and in 1938 these taxes had in- 


creased to 233 millions. In the period 
from 1929 to 1938, there was a decrease 
in assessed valuation of real estate in 
Massachusetts amounting to more than 
one billion dollars. 

For example, in 1912 taxes assessed 
upon real property in the typical Mas- 
sachusetts city of less than 200,000 
population amounted to $2,588,000 and 
in 1938 this same city imposed taxes 
of $10,471,000. If excessive taxes are 
imposed, causing decrease in property 
value, the equity is the first thing to 
diminish and if the equity above the 
mortgage diminishes upon a loan held 
by any kind of mortgage institution, 
this, of course, affects the security of the 
mortgage loan. 

Take for example an actual office 
building. In 1912 this building paid 
taxes to the city, county and state 
amounting to $21,700. In 1938 it paid 
$50,180, an increase of more than 100 
percent, or actually $28,480. This 
building was held as an investment by 
the owner, and in 1912 he was getting 
an adequate return. How much was this 
property reduced in value because of 
the increase in taxes it had to pay? The 
rent income actually was just about the 
same in 1938 as in 1912. 


Investment Diminished 


As an investment to the owner, it 
net earnings upon that property were 
diminished by $28,000, the actual tax 
increase, and if the owner in estimating 
the value of his holding was capitalizing 
his earnings at six percent, his property 
diminished in value about $450,000 by 
this excessive tax. There happens to be 
a mortgage upon this property that was 
supposed to be about 50 percent of the 
value, but the investment value has been 
so reduced the mortgage probably is 
closer to a 75 percent mortgage now. 

To analyze this situation as it applies 
to the whole state of Massachusetts, 
one might ask what the effect upon the 
value of all property in that state has 
been, because of the excessive taxes 
collected. 

Real property values in Massachu- 
setts are estimated at approximately 
$7,000,000,000. Assume that the taxes 
collected by the state from real estate 
should be 33 percent less. This means 
that real estate is paying in excess taxes, 
$60,000,000 per year. Of course all 
real estate is not of the revenue-produc- 
ing class, but again assume that half 
of this real estate is income-producing 
in one form or another—either in tene- 
ments, stores, offices or factories, and so 


(Continued on page 7) 
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The Fallacies Of 


Subsidized Housing 


USHA “Slum Clearance” Projects 
Mean The Ultimate Collapse Of 
Privately-Owned Real Estate 


HE fallacy of governmental sub- 
sidized housing projects as a neces- 
sary public benefactor becomes 
more and more apparent as we observe 
the results produced by the few that 
have been in operating competition with 
the tax-paying, privately controlled 
units of shelter which we, as realtors, 
are dependent upon for our livelihood. 


Fireproof living quarters with all mod- 
ern conveniences—such as steam heat, 
refrigeration, modern gas stoves, built- 
in bath tubs, modern laundry sinks in 
kitchens, adequate electrical outlets and 
other conveniences found only in the 
new and modern privately owned build- 
ings—are provided in these housing proj- 
ects at rentals less than the private 
owners’ cost of operation, before allow- 
ances for taxes, interest and amortiza- 
tion of building investment. In other 
words, the annual Federal government 
subsidy is estimated at from $200 to 
$225 per family, which is in addition to 
the local city contribution of police and 
fire protection, schools, play grounds, 
parks, etc. 


Providing sanitary shelter units for 
the unfortunate is in accordance with 
the liberal American policies, but it is 
my thought that such shelter should 
only be in the form of low cost housing 
developments with accommodations 
commensurate with the rental payments 
and not completely out of balance as 
in the present projects. 


Government funds furnished by the 
taxpayers to provide unfair competitive 
shelter accommodations is an unsound 
practice and if continued in volume 
would eventually result in the collapse 
of the entire realm of privately owned 
realty. 


Is it not just as sensible that the gov- 
ernment should enter the competitive 
field in the sale of food products, cloth- 
ing, household furnishings, and other 
necessities at low prices below cost as 


By HAROLD V. GLOS 


in the competitive market covering the 
sale of shelter? 

Fair competition is stimulating and 
economically sound but when reverted 
to unfairness it becomes destructive to 
the forces of production. 

When it was found during 1939 that 
the operating expenses of these PWA 
housing projects in the city of Chicago 
would be lower than the schedule which 
formed the original basis for apartment 
rentals, the 1940 operating budget per- 
mitted a further reduction in apartment 
rentals of from 7 to 16 percent below 
the 1939 level. 


Private industries under similar cir- 
cumstances would have set up a reserve 
fund or applied the coverage to a re- 
duction in bonded indebtedness, but it 
would be preposterous to even conjec- 





R. GLOS is president of the 

North Side Real Estate 
Board of Chicago. In this arti- 
cle he declares that it is an un- 
sound policy for the Federal 
Government to use the taxpay- 
ers’ money to provide unfair 
competitive housing facilities. 
Such tax-free, government subsi- 
dized housing programs, dis- 
guised as slum clearance proj- 
ects, can only result in the 
collapse of privately-owned real- 
ty, says Mr. Glos. The article is 
reprinted from Real Estate. 





ture that government projects built with 
taxpayers money would pattern their 
income distribution in a similar manner. 


The cost of shelter in government 
housing projects at less than half the 
cost of similar accommodations in pri- 
vately owned units has a far reaching 
psychological effect upon all those who 
are suddenly forced to vacate when their 


incomes exceed the Federal ruling on the 
ratio of income to rental payments. 
This threat of loss of agreeable and low 
cost shelter as a result of increased earn- 
ing ability, which has applied to many 
of the present occupants, is a deterrent 
to the establishment of the American 
ideal of future economic independence. 

If it was the intention of the United 
States Housing Authority to aid the 
lowest income group and at the same 
time rejuvenate or replace some of our 
blighted areas with new residential struc- 
tures, they have in a large measure 
failed in this endeavor. 

The extent of slum areas cleared has 
been of infinitesimal quantity and a 
majority of the occupants of these gov- 
ernment housing units have been of the 
lower middle class group instead of 
those from the lowest income classifica- 
tion. 

It is my belief that all tax-free, gov- 
ernment subsidized housing projects 
which produce an unbalanced competi- 
tive ratio of shelter rentals as compared 
with those of similar accommodations 
in privately owned housing units should 
be strenuously opposed by all realty or- 
ganizations as well as by all property 
owners. 





Mortgage Recordings 
Increase in April 
Approximately 125,000 non-farm 
mortgages amounting to $340,333,000 
were recorded during April, 1940, repre- 
senting a 13 percent increase over mort- 
gage financing in the previous month, 
according to the Division of Research 
and Statistics of the Federal Home Loan 
Bank Board. The expansion in recording 
activity was general throughout the 
country with all types of mortgage 
lenders participating in the April gain. 
Total non-farm mortgages of $20,000 
or less recorded during April exceeded 
by 21 percent the volume of mortgage 
financing activity in the corresponding 
month of 1939. The cumulative total 
of non-farm mortgage recordings 
amounted to more than $1,159,000,000 
during the first four months of 1940— 
a gain of more than $150,000,000 over 
mortgage activity in the corresponding 
period of 1939. 
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The Rehabilitation 
Program of The FHA 


FHA Has Developed a Program 


Which is 


Designed to 


Arrest 


The Growing Blight in Cities 


T IS a declared policy of the Fed 
i eral Housing Administration that 
the greatest number of citizens of 
the United States shall receive the bene 
fits of the National Housing Act. In 
order that the greatest number may re 
ceive these benefits, it is necessary that 
the middle income and lower income 
brackets be served 

In the income bracket of under $2, 
000 per year we find 79 percent of our 
population. The Federal Housing Ad 
ministration has sought to serve through 
its various sections this large proportion 
of the people 

Under Section 203, Title II, the aver 
age dwelling mortgage insurance is $4, 
215. Recently there has been added Class 
3 loans which permit purchase with as 
little as 5 percent down. Loans may not 
exceed $2,500. Financing opportunities 
of this type have placed home ownership 
within the reach of thousands of people 
who heretofore have been deprived of 
living in a home of their own. 

An important phase of the FHA is 
the financing of rental projects under 
Section 207. The rental housing division 
has been engaged in the insurance of 
loans on new construction and to date 
has insured mortgages on 278 projects 
for a total of $116,753,775 

Starting from the desire to supply the 
needs of those who find home ownership 
impossible, due to various reasons, one 
of the major objectives of the division 
has been to meet the needs of renters 
who cannot pay rents in excess of 25 
percent of their income. In order to sup 
ply this demand, rentals under $50 per 
month are necessary. Through better 
design, architecture and construction 
methods, medium rents can be met in 
new construction. 

However, rents in the $50 bracket 
are too high for the great majority of 
renters; a new attack is now being 
launched by the rental housing division 
to meet its objectives of lower rents 
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By PERCY E. WAGNER 


and better living. This attack is through 
the rehabilitation program. 

During the month of January, 1940, 
officers of the National Association of 
Real Estate Boards and officials of the 
FHA met in Washington, D. C., to dis- 
cuss ways and means to arrest the grow- 
ing blight and decadence in our Ameri- 
can cities. The National Association of 
Real Estate Boards has long realized that 
the decadent condition of the core of 
cities was having a serious influence on 
the growth of cities and the prosperity 
of the central business districts. Hav- 
ing cooperated with the FHA in its home 
building program, the national associa- 





ECAUSE the growing deca- 

dence and blight of our cities 
has a serious effect on their 
growth and the prosperity of 
central business areas, the FHA 
has turned its attention toward 
the rehabilitation of these areas. 
Mr. Wagner, zone rental man- 
ager of the FHA in Chicago, de- 
clares that blighted areas are as 
serious as slum areas. The FHA 
rehabilitation program is de- 
signed especially to halt age, 
obsolescence and neglect which 
are slowly making advances to- 
ward desirable residential areas. 
Mr. Wagner’s article is reprinted 
from The Economist. 





tion felt that a sympathetic ear would be 
found in the Administration. After sev- 
eral conferences with Administration 
officials, the Administrator authorized 
the rental housing division to undertake 
the job. The program was launched 
April 1, and the rules and regulations 
for operation are now ready for dis- 
tribution. 

Briefly, the rules and regulations are 
as follows: 


1. The mortgage may be insured for 
80 percent of the value or cost of the 
project. 

2. The mortgage cannot exceed the 
value of the physical improvements. 

3. Fifty (50) percent of the mort- 
gage proceeds must be used for re- 
habilitation. 

4. The project must consist of 16 
units or more. 

5. All city facilities must be available 
to the property and offer social desira- 
bility. 

6. Rents must be less than that avail- 
able in new construction. 

These regulations are the outgrowth 
of conferences held with realtors and 
are believed to be sound, practical and 
workable. 

A bare statement of the rules, how- 
ever, does not bring out the full signi- 
ficance of their importance. A brief 
resume of each should reveal the signi- 
ficance of the opportunity which lies in 
this program to rebuild and revitalize 
our blighted and border-slum areas. 

Rule 1, which states that the mort- 
gage may be for 80 percent of the value 
or cost of the project has the same liberal 
terms which have been offered in other 
types of FHA investment properties. 
In this instance, however, cost and value 
may not be the same and the lower of 
the two is the accepted figure for insur- 
ance purposes. Cost means acquisition 
cost or appraisal value of the existing 
property and the cost to improve. This 
figure may be lower than the economic 
value after rehabilitation of the prop- 
erty. 

Rule 2 means that the loan cannot 
exceed the cost of rehabilitation, plus the 
existing physical value of the property 
before rehabilitation. This rule is neces- 
sary because the National Housing Act 
does not permit a loan to exceed the 
cost of physical improvements. 

Rule 3 allows a portion of the loan 
to be used for acquisition of the prop- 
erty or for the payment of existing mort- 
gages or liens. This liberalization of the 
use of the proceeds of the loan should 
prove to be attractive to those who de- 
sire to refinance, purchase or find it 
necessary to use part of the loan for 
other than construction costs. 

(Continued on page 5, column 3) 
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PLANS UNDER WAY FOR 1940 CHICAGO CONVENTION 


Plans for the 27th annual convention 
of the Mortgage Bankers Association of 
America, which will be held at the 
Drake Hotel in Chicago on October 2, 
3 and 4, are beginning to take shape. 
Despite the fact that three months re- 
main until the gavel falls, the program 
committee has already made a number 
of tentative plans. 

The committee met in Chicago on 
June 20 in connection with the annual 
mid-year meeting of the MBA Board of 
Governors. Suggestions advanced at 
that meeting indicate that MBA's con- 
vention this year will be the most 
worthwhile convention in the Associa- 
tion’s history. 

The committee, at its June meeting, 
adopted several broad, general policies 
which it will follow in developing final 
plans for the program. The group 
agreed that general sessions would be 
held in the morning. Formal addresses, 
delivered by nationally-known speakers 
yet to be selected, will also be given 
during morning sessions. Short reports 
of various committee chairmen will be 
presented at intervals between the for- 
mal addresses. 

So successful was the Mortgage 
Clinic, sponsored by the MBA in Feb- 
ruary, that the program committee has 
decided to devote each afternoon session 
of the three-day convention to clinical 
discussions. Topics of definite interest 
to all mortgage men have been selected. 
Among questions which will be dis- 
cussed are the following: (1) The ac- 
quisition of new business; (2) Appraisal 
methods; (3) Experience with advertis- 
ing; (4) Methods by which mortgage 
men can regulate their business to avoid 
excessive and detrimental competition; 
(5) FHA Title I, Class 3, low-cost 
houses; (6) FHA Title II; and (7) Con- 
struction loans. 

Discussions will be confined to small 
groups so that all delegates will have an 
opportunity to participate. A chairman 
will preside and several discussion lead- 
ers will take part. As the final details of 
the clinic program are worked out by 
the committee they will be announced 
in forthcoming issues of the Mortgage 
Banker. 


DETROIT MBA MET JUNE 13 

The regular monthly meeting of the 
Detroit Mortgage Bankers Association 
was held on June 13 at the Savoyard 
Club. The members of the Association 
heard an address by Ralph L. Lee en- 
titled “Leadership.” 





CONVENTION CHAIRMAN 








FERD KRAMER 


Ferd Kramer, Vice President of Dra- 
per and Kramer, Incorporated, Chicago, 
has been named Local Convention 
Chairman and as such will be responsi- 
ble for arrangements in connection with 
MBA’s 27th annual convention which 
will be held at the Drake Hotel in Chi- 
cago on October 2, 3 and 4. 

As Local Convention Chairman, Mr. 
Kramer will supervise the work of sev- 
eral sub-committees which will be re- 
sponsible for planning various phases of 
the convention program. The work of 
these committees has already begun and 
will continue up until the time of the 
convention. 

Mr. Kramer, who is President of the 
Chicago Mortgage Bankers Association, 
was graduated from the University of 
Chicago. He has been associated with 
the firm of Draper and Kramer for the 
past 17 years. He is a member of the 
Board of Directors of the Council of 
Social Agencies of Chicago and is 
President of the Metropolitan Housing 
Council, Chicago. 


CONVENTION COMMITTEE 
CHAIRMEN APPOINTED 


Ferd Kramer, Local Convention Chair- 
man, has announced the appointment of 
committee chairmen who will assist in 
making arrangements for the Chicago 
convention. Local convention co-chair- 
men are Walter L. Cohrs, George H. 
Dovenmuehle and Byron V. Kanaley. 





The chairmen of the various commit- 
tees are: Entertainment, Byron V. Kana- 
ley; Registration, L. D. McKendry; Re- 
ception, Bester P. Price; Finance, H. R. 
Goodwillie; Exhibits, H. C. Eigelberner; 
Transportation, Earle Vincent Johnson; 
Publicity, Hugh Riddle; Program and 
Printing, Mrs. Marguerite Moyer; 
Ladies’ Entertainment, Mrs. Hugh Rid- 
dle, chairman; Mrs. Ferd Kramer and 
Mrs. H. R. Goodwillie, co-chairmen. 


FHA’S PROGRAM 
(Continued from page 4) 

Rule 4 is a protective measure which 
requires a project to be sufficiently large 
to be influential in the rebuilding of a 
neighborhood. Isolated jobs of rehabili- 
tation would prove to be hazardous and 
of little avail in meeting the great ob- 
jective of rehabilitation of neighbor- 
hoods. The effect of 16 units is im- 
pressionable. The definition of 16 units 
means 16 apartments or houses after re- 
habilitation. They need not be con- 
tiguous, but must be in the same gen- 
eral area. 

Present a Civic Problem 

Rule 5 means that schools, churches, 
street paving, sewer, water, electricity 
and gas must be available to the prop- 
erty. Such facilities are, of course, avail- 
able and because of their presence and 
non-use present a civic problem. 

Rule 6 meets the objective of low 
rentals. An old building which still has 
usable materials has absorbed much of 
chargeable depreciation which a new 
structure must absorb in the high ren- 
tals. The cost of rehabilitation must be 
carefully geared to the usable portions 
of existing structure in order to gain the 
greatest usefulness. 

With the existing property efficiently 
used, rentals need be no higher than the 
amount necessary to amortize the cost 
of the physical structure after remodel- 
ing. Rents can, therefore, be lower. 

The Federal Housing Administration 
believes that a great contribution can 
be made to the rebuilding of the core 
of our cities through this program. The 
problem of arresting blight is as seri- 
ous as the clearance of slums. Slowly our 
slum areas are pushing out and into 
residential areas which are now de- 
sirable. 

Age, obsolescence and neglect are 
slowly making advances. To stop them 
this program has been designed. The 
FHA firmly believes that it has sound 


financial fundamentals. 
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* REVIEW OF THE NEWS * 


Highlights from the Press of Particular Interest to Mortgage Bankers 








The War and Building 


Perhaps it is too early for the full 
shock to be felt but as yet no adverse 
effects have resulted in the home build 
ing industry from the spread of the 
European War. Residential construction 
statistics and applications for FHA 
mortgage insurance reveal that the cur 
rent building boom continues despite 
the critical war situation. 

Economists of the Federal Home Loan 
Bank Board estimate that residential 
construction in cities over 10,000 popula- 
tion during the first four months of 
this year reached a new ten-year high 
in both units and dollar value 

The F. W. Dodge Corporation re 
ported that the May total of construction 
contracts awarded in 37 eastern states 
amounted to $328,914,000, the largest 
monthly total recorded thus far in 1940. 
This figure was 9 percent over the April 
figure and almost 7 percent over the 
total for May of last year. Most signifi- 
cant in last month’s record was the 
contract figure for residential building, 
$145,912,000, the largest residential to- 
tal since August, 1929, and 9 percent 
over the residential figure for May, 1939. 
More surprising, there was no diminu 
tion in contract volume following the 
German invasion of the low countries. 

For the second consecutive month, 
new home applications for FHA mort 
gage insurance during May exceeded 
$100,000,000, FHA Administrator Stew- 
art McDonald reported. Applications 
involving new homes to be built under 
FHA inspection were far ahead of last 
year, the number showing a gain of 
better than 40 percent. A total of 22, 
053 mortgages amounting to $101,217, 
472 were selected for appraisal by the 
FHA in May to be built under its in- 


spection. 


REALTORS OPPOSE 
USHA POLICIES 


The National Association of Real 
Estate Boards has asked members of 
Congress to withhold further appropria- 
tions from the United States Housing 
Authority to pursue its present policy 
of direct building of housing units with 
government capital. The Association 
suggests that the USHA be remodeled 
to turn its activities to the assistance of 
private redevelopment companies, char- 
tered by it, to rebuild large areas in 
blighted districts. 


July 1, 1940 





In a recent statement the Association 
points out that “low cost housing is 
only a portion of a much larger problem 
which communities are struggling with.” 

“Neighborhood rehabilitation and re- 
development, if successfully under- 
taken,” says the statement, “will solve 
many of the problems that are now 
presented to us solely in the guise of low 
cost housing. The activity in which the 
USHA is at present engaged—direct 
governmental building of units in which 
selected families live free of local taxa- 
tion—is utterly inadequate to cope with 
the magnitude of the need that con- 
fronts our cities, both with respect to 
blighted areas and the provision of de- 
cent housing for low-income groups. 
Construction of government - owned 
housing never can reach more than a 
minute fraction of those who desire and 
should have decent housing.” 


Organization Demands 
Assessment Equalization 

Establishment of a single agency to 
care for the equalization of property as- 
sessments is recommended in a recent 
report to the National Association of 
Assessing Officers by its Committee on 
Assessment Organization and Personnel. 
At present, 24 states have such equaliza- 
tion agencies, while 14 states have both 
state and county agencies and 10 other 
states have no equalization agencies at 
all. 

Such an equalization agency is em- 
powered to raise or lower the assessed 
valuation of all property or all property 
of a particular type in a tax district. 
Equalization agencies, the committee 
pointed out, differ from boards of as- 
sessment review, which—although often 
called “boards of equalization”—adjust 
the valuation of individual pieces of 
property rather than of whole tax dis- 
tricts or classes of property. 

To remove the need for county 
equalization agencies, which number 
close to 1,000 and are found only in 
states with township assessment dis- 
tricts, the committee recommends en- 
largement of assessment districts, co- 
ordination of the work of deputy as- 
sessors, and expansion of the activities 
of state equalization agencies. 





A politically independent banking sys- 
tem and a democratic form of govern- 
ment are inseparable —Banking. 


BALANCE THE BUDGET, 
SAYS ABA PRESIDENT 
The federal budget can be balanced 


“if there is a will to stop our national 
profligacy and return to fiscal sanity,” 
declares Robert M. Hanes, president of 
the American Bankers Association. 

“To admit that the Federal budget 
cannot be brought into balance within 
a reasonable time is to admit mental, 
moral, and financial bankruptcy for a 
great nation, which I, for one, am very 
positively unwilling to concede,” he said 
recently. 

“The tremendous growth of Federal 
expenditures over the last ten years can 
certainly be curtailed. Thousands of 
Federal jobs which have been created in 
this same period can be discontinued. 

“If there is a will to stop our national 
profligacy and return to fiscal sanity, it 
can be done. The State of North Caro- 
lina did it in a most exemplary fashion, 
by cutting expenses and increasing rev- 
enues. Hundreds of thousands of busi- 
nesses and individuals have been forced 
to do it.” 





Foreclosures Down 

Urban foreclosures by all types of 
mortgage lenders in the first four months 
of 1940 numbered 35,078, a decline of 
29 percent from the same period of a 
year ago, according to statistics released 
by the Federal Home Loan Bank Board. 
The 6,404 foreclosures reported for 
April represented a slight rise over 
March but a 29 percent decrease from 
April, 1939. Eighty-five percent of the 
foreclosures analyzed by the Board's di- 
vision of Research and Statistics are on 
homes, the remainder on commercial 
properties. 





MORTGAGES AND ASSETS 


President Gwilym A. Price of Peo- 
ples-Pittsburgh Trust Co., recently com- 
pleted a study of the investment port- 
folio of Pittsburgh’s three largest trust 
companies. He found that mortgages 
today accounted for only 8.8 percent of 
the total assets of the three companies 
as compared with 21.1 percent in 1930. 

Other significant findings showed that 
the distribution of investments of the 
three trust companies is as follows: 
Bonds, 68 percent; stocks, 8 percent; 
mortgages, 22 percent; cash and miscel- 
laneous investments, 2 percent. 


an 


——-n fi aw Pn fo 


THE MORTGAGE BANKER 





BNORIGAGE BANKER 


Published Semi-Monthly by the 
MORTGAGE BANKERS 
ASSOCIATION OF AMERICA 
111 West Washington Street, Chicago 





Byron T. SuHvrTz.............. President 
Dean R. HILL... . Vice President 
Greorce H. PAaTTerson Secretary-Treasurer 
Everett W. Perry 


The Mortcace Banker is distributed free semi- 
monthly to members of the Mortgage Bankers As- 
sociation of America. Publications may reproduce 
material appearing in the magazine only by permis- 
sion of the Association. Opinions expressed in THE 
Mortcace BanKER are those of the authors or the 
persons quoted and are not necessarily those of the 
Association. 





JULY 1, 1940 





CHAMBER CONDEMNS 
HOUSING SUBSIDIES 
The United States Chamber of Com- 


merce devoted some attention to the 
housing problem at its recent annual con- 
vention. The delegates went on record 
as vigorously opposing housing subsidies 
provided by the Federal government. 
The convention declared that “the con- 
struction of residences and the improve- 
ment of housing conditions should be 
recognized as a localized problem, re- 
quiring local initiative and enterprise.” 

The following additional resolutions 
represent the views of the U. S. Cham- 
ber on the question of housing: 


“Housing Subsidies—Publicly sub- 
sidized housing has created many difh- 
cult economic and social problems. Its 
benefits have not justified its cost. Public 
subsidies for housing impose public bur- 
dens continuing after needs have passed. 
Local subsidies that are warranted should 
be provided for families on the basis 
of other forms of relief, in order that 
they may cease when assistance is no 
longer required. 

“Housing Improvement—The most 
urgent and immediate opportunity to im- 
prove housing for the lowest income 
families is enforcement of local sanitary 
and housing legislation in a program of 
repair to bring dwellings up to proper 
standards, and of demolition of those 
beyond repair. In this there should be 
cooperation with local relief agencies, 
in order that families otherwise suffering 
hardships may receive assistance in mak- 
ing readjustments, including rental aid 
where needed. Chambers of commerce 
and other civic organizations are urged 
to provide the essential public under- 


Director of Publicity 


TAXES AND THE MORTGAGEE 


(Continued from page 2) 


on. Thus, under this assumption, there 
would be a total of three and one-half 
billion dollars of revenue - producing 
real estate, the net income of which was 
reduced by this excess tax to the ex- 
tent of thirty millions annually. 

Again making an assumption that this 
revenue-producing property was not 
yielding more than a net of five per- 
cent upon its investment, which would 
be liberal today, it is reasonable to figure 
that the revenue-producing real estate 
in Massachusetts, measured by the 
capitalization if its net income, was re- 
duced in value by something like 600 
millions of dollars, this reduction being 
entirely caused by the imposition of this 
unwise, unfair, unsound, excess tax bur- 
den—a burden borne alone by just one 
group of the people owning that form 
of property. 

If this same reasoning is extended to 
the non-revenue-producing properties, 
such as the service properties, homes 
and farms, it can be easily estimated 
that excess taxes imposed have reduced 
the values of all Massachusetts real 
estate by $1,200,000,000, and this is a 
very conservative estimate. 

It was assumed for a great many years 
that any income-producing property 
was in trouble if it had to pay as taxes 
more than 18 percent of gross rent; but 
it is a fairly general condition in some 
parts of our country today that owners 
are paying all the way from 30 to 40 per- 
cent of their gross income in taxes. 

The Home Owners Loan Corpora- 
tion in a recent report stated that upon 
properties it holds by foreclosure the 
taxes that were collected amounted to 
40 percent of rent income, and the 
Federal Home Loan Bank on May 4, 
1940, reported that “today real estate 
taxes have become an unbearable bur- 
den on the ownership of property and 
the taxes were a depressant on land val- 
ue, a deterrent to its sale and a hazard to 
its economic stability.” 

We cannot allow a social and eco- 
nomic injustice like this to continue. 
We must face the fact that the desire 
for ownership of homes is disappear- 
ing. 

We have been for many generations 


a nation of home owners. We boasted 
of it. We set that up as being one of our 
great social assets and almost every 
one knew that the home owner was a 
little bit superior citizen, in many ways, 
to the renter. He contributed more to 
the cost of government, he had a little 
better social standing for himself and 
his family, his credit was better, he was 
a more steady employee because the 
turnover in employment of home 
owners was considerably less than the 
non-owner of a home. It was the am- 
bition of almost every father and mother 
to own their home so that their own 
roof would be over the heads of their 
children and themselves. 

We did everything we could to en- 
courage this—savings banks, insurance 
companies, co-operative banks, building 
and loan associations, all sought mort- 
gages from the home owner as being 
their prime investment. Home owner- 
ship was accomplished—how? By 
thrift, by self-denial, by wise manage- 
ment of the limited income of the 
family, by denying to their children 
some of the things that they would like 
to give them, by denying to themselves, 
the father and mother, the things they 
would like to do, the comforts they 
might attain. They made home owner- 
ship their principal aim and they 
worked, strived, and sacrificed to at- 
tain it. 

This ambition to own a home is being 
destroyed in this country. The savings 
of years are being taken away from the 
people by high taxes, and their desire 
for home ownership is disappearing. 
The man who has lost his home has be- 
come a bitter citizen and his wife and 
children suffer. They have seen their 
savings taken away from them because 
the entire burden of relief cost is im- 
posed upon them without justice and 
by the unwise action of those having 
authority to impose taxes. The feeling 
of security these home owners had is 
gone. 

The home owners form the stable and 
dependable part of the population. They 
are the givers—not the takers. Why 
punish them till they no longer exist, 
and become nomads like the rest of the 
population? 





standing and support for such improve- 
ment programs in every community. 
“Downtown Areas—Chambers of 
commerce and other civic organizations 
should take leadership in bringing about 


a comprehensive city plan for rehabili- 
tation and reconstruction of deteriorated 
downtown areas, with private enter- 
prise encouraged by appropriate condi- 
tions to undertake the task.” 
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% NEWS OF WHAT’S HAPPENING 
AMONG MBA MEMBERS AND 
OUR LOCAL ASSOCIATIONS 


jyocidtion H{ TVITES 


DEAN R. HILL OF BUFFALO NOMINATED FOR PRESIDENT 


Dean R. Hill of Buffalo, New York, 


has been nominated as the next presi 
dent of the Mortgage Bankers Associa 
tion of America, succeeding Byron T 
Shutz of Kansas City, Missouri. The 
announcement of Mr. Hill's nomination 
was made at the annual mid-year meet 
ing of the Board of Governors which 
was held in Chicago on June 21 

The nominating committee was head- 
ed by S. M. Waters, President of M. R. 
Waters & Sons, Incorporated, Minne 
apolis, Minnesota, who served as presi 
dent of the Association during 1938-39 

Mr. Hill will be the second man from 
Buffalo to head the Association, Syl 
vanus B. Nye, President of The Nye 
Mortgage Corporation, having served 

a 


is president during 1932-33 


r 


DEAN R, HILL 

A native of Vermont, Mr. Hill re- 
ceived his Bachelor of Arts degree from 
the University of Vermont in 1909. He 
received a law degree from the Univer 
sity of Buffalo in 1911 and was admitted 
to the New York State Bar that same 
year. Since then he has engaged in the 
general practice of law. 

Mr. Hill organized the Hill Mortgage 
Corporation in 1924 and has been presi- 
dent of the firm since its founding. He 
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is a director of The Abstract Title & 
Mortgage Corporation, Buffalo, the Buf- 
falo Real Estate Board and The Buffalo 
City Planning Association. In addition 
he belongs to numerous clubs and asso- 
ciations in Buffalo 

In 1932, Mr. Hill was elected to the 
Board of Governors of the Mortgage 
Bankers Association of America. He 
served as Vice President of the Asso- 
ciation during the 1936-37 fiscal year 
and was again elected to that position 
in 1939. He is a charter member and is 
now serving as President of the Buffalo 
Mortgage Bankers Association. 





BOARD OF GOVERNORS 
MET ON JUNE 21 

The Board of Governors of the Mort- 
gage Bankers Association of America 
held their annual mid-year meeting at 
the Knickerbocker Hotel in Chicago on 
June 21. Twenty-seven members and 
ten guests attended the meeting. The 
Executive Committee convened on June 
19. The following day was devoted to a 
meeting of the Past President’s Advis 
ory Council and the committee planning 
the program for the 1940 convention. 
Five former presidents of the Associa 
tion attended the Council meeting. 





INCREASE REPORTED 
IN MEMBERSHIP 


Guy T. O. Hollyday, of Randall H. 
Hagner & Co., Inc., Baltimore, Mary- 
land, and chairman of the Membership 
Committee of the MBA, reports that 89 
applications for membership in the As- 
sociation have been filed since Septem- 
ber zi 

The new members are divided as fol- 
lows: Insurance company correspond- 
ents, 50; insurance companies, 11; banks, 
16; local associations, 7; title companies, 
4; and all others, 2. The new members 
are located in 25 states and the District 
of Columbia. 





The sixth annual golf tournament of 
the Chicago Mortgage Bankers Associa- 
tion will be held on July 10. Following 
the tournament and a ball game, the 
members will gather for dinner. 





MBA Notes 





RAY D. POWELL 


Ray D. Powell, who heads his own 
mortgage loan firm, was elected presi- 
dent of the Huntington, West Virginia, 
Mortgage Bankers Association when the 
group was organized on May 22. Mr. 
Powell has been in the mortgage loan 
business in Huntington since 1927. 





The annual meeting of the Milwau- 
kee Mortgage Bankers Association was 
held on June 27 at the North Shore 
Country Club. The members of the As- 
sociation enjoyed an afternoon of golf 
preceding the dinner. The annual elec- 
tion of the Board of Governors was 
held. The newly-elected members of 
the Board of Governors will choose of- 
ficers from among their number who 
will serve for the ensuing fiscal year 
which begins September 1, 1940. 








